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MORE ENERGY ASSISTANCE WON'T LOWER PRICES

Despite the good intentions of the Low Income Home Energy Assistance Program (LIHEAP), the program is
largely ineffective and does not address the root cause of energy poverty - rising energy prices. In addition to the
$900 million in additional funding secured in 2020 in the CARES Act, Democrats more than doubled the typical
funding for the program to $8 billion in 2021.* While Democrats tout increased funding as a success, the influx of
funding failed to assist more households in fiscal year 2020 compared to 2019.2

BACKGROUND

The Low Income Energy Assistance Program was initially created by Congress in 1980 to provide funds for
medically-necessary heating costs after the cost of heating oil increased dramatically in the late 1970s.® A year
later, Congress expanded LIHEAP, allowing funds to also be used for weatherization and cooling programs not
based on medical necessities, among other allowances.* LIHEAP received $2 billion in 1981, growing gradually
over the years to $3.7 billion in 2019.°

Although LIHEAP requires grantees to engage in outreach with eligible households, these efforts appear to be in
vain since less than 25% of eligible households received LIHEAP benefits in any given year over the past
decade.® Furthermore, the number of households assisted by LIHEAP dropped in 2020 from 5.78 million to 5.63
million and has been steadily dropping for years despite consistent funding increases over the same period.’
Notwithstanding the low take-up rate for LIHEAP, many households still experience energy poverty. The U.S.
Energy Information Administration reports that one in five households reported reducing or forgoing basic
necessities like food and medicine to pay an energy bill and over 10% kept their home at an unhealthy or unsafe
temperature.® This winter’s rising energy prices will only exacerbate this danger.®

POLICY SOLUTIONS

e Promote energy policies that drive the cost of energy down

> As mentioned earlier, although total program funding has increased in recent years, only 20% of
individuals eligible for LIHEAP received benefits in 2020, while a similar percentage of Americans
were forced to limit expenses on necessities to pay their energy bills. Since many in the target
population facing energy poverty are not being served by LIHEAP for whatever reason, one of the
simplest ways to reduce their energy insecurity would be to promote polices that lower the cost of
energy for all Americans. (Read more in RPC'’s brief entitled “Energy Poverty and Economic
Justice. )10

» Sadly, rather than enacting policies aimed to lower the cost of energy, the Biden Administration’s
collective policies discourage investment in affordable energy production and drive energy prices
upward. Chief among these policies is the Biden Administration’s decision to cancel the Keystone XL
pipeline and to issue a moratorium on federal oil and gas leasing (Read more in RPC'’s brief entitled
“Biden’s ‘America Last’ Energy Policy.”)'*. More recently, Biden’s Environmental Protection Agency
proposed more stringent regulations on methane emissions on existing oil and gas wells.'? Collectively,
these policies discourage production and investment and fuel energy prices upward.



e Limit waste on administrative spending
» While the law limits the use of a state’s allotment of LIHEAP funds for administrative expenses to 10%,
several states are not adhering to the true meaning of this requirement.®® While states are adhering to the
10% requirement based on the total LIHEAP allotment available to them in that fiscal year, most states
aren’t spending their total allotment and are carrying over funds into the next year. Therefore, if you
calculate what percentage a state spends on administration and planning of the LIHEAP funds spent that
year, multiple states are spending more than 10%.
= For example, in FY2020 Maryland spent 8% of the funds it received for administrative purposes,
but 28% of the total allotment, more than $27 million, was not used and will carry over into the
next fiscal year. Therefore, of the total LIHEAP funds spent that year, 11% was spent on
administrative purposes.'*
» Considering this, Congress should limit the percentage of funds used for administrative purposes to
what is actually spent that year rather that the total amount they are allocated.

e Fully close the “Heat-and-Eat” loophole

» A LIHEAP loophole dubbed “Heat and Eat” allows states to artificially boost food stamp benefits,
which are determined based on countable income.*® Households receiving SNAP benefits are eligible
for a utility deduction that will reduce their countable income and, therefore, increase their SNAP
benefits.'® Rather than use an applicant’s actual utility bill to confirm eligibility for the utility deduction,
most states use a Standard Utility Allowance (SUA), which is based on the average utility costs in that
area.!’” Previously, a household receiving any level of LIHEAP benefits would qualify a household for
SUA, making it more likely they would qualify for the utility deduction.®

> More than a dozen states were signing up food stamp recipients to receive LIHEAP payments as small
as $1 per year in order to increase the amount of food stamp aid provided by the federal government.®

» While the 2014 Farm Bill narrowed the loophole by requiring states to provide more than $20 in
LIHEAP benefits a year to qualify for “Heat and Eat,” states continue to exploit this benefit by simply
increasing LIHEAP benefits to the new threshold.?

» For example, Former Governor Andrew Cuomo said in 2014 that New York would spend $6 million in
federal funds to boost LIHEAP aid, therefore, preserving $457 million in food stamp aid.?

Consequently, Congress should correct the root of the problem and implement policies that would lower energy
prices for all American households, instead of throwing further taxpayer dollars at the symptoms of bad energy
policy via LIHEAP. While it remains in existence, Congress should also strive to make LIHEAP more effective
and efficient by limiting waste and closing loopholes.
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